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s, oni ch /c/m 


SUBJECT 


r Braft of Third Annual 1 rogre#* .Report of gDIC 


1. 'ttaohod for /our con id oration is a draft of the Third 
Annual regress Report of the Economic efenae Intelligence 
oesTiittoo* After C3:;tpletiag this draft I realised the pacer 
*** possibly the result of haring prepared it ’ in 

narrative chronological fora. I believe, however, that it 
covers the moat significant activities which hams engaged EPIC 
attention daring the pa-st /war. 

facilitate ERIC and IAC review of this paper, while 
retaaning its chronologic -a character, the substance of sever a 
major topiea eight be incorporated is Tab*. 

3. Acting Chief, j/t has indicated that he will review and 
make oossumU on this draft, after you have had an opportunity 
to revie w this p aper, in light of hit ooewrti, a final draft 
wil*. be prepared for SIC distribution, EPIC discussion of the 
paper not earlier than 30 June would afford members an opportunity 

t° SS *2SS*? ammU • nd would revisions occasioned 

by sdiq activities between now and that date. 
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MBfORANDOM FORt Economic Defense Intelligence Committee 
FR0K : Executive Secretary, SDH! 

SUBJECT j Transalttai of Draft "Third Annual Prograss Report 

of the Economic Defense Intelligence Coswdttee* 


1. Attached for review and comment is a draft of the "Third 
Annual Progress Report of the Economic Defense Intelligence Ceenrittee. 

2. Members are revested to be prepared to indicate their 
approval, or to suggest revisions in the document, at an EDIC meeting 
tentatively scheduled for 30 JUne 1955* 
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H Mm s c 


S2SF.SM 


1 July 1954 - 30 June 1954 


Th* Economic Defense Intelligence Coaaittee (S5IC), formerly the 
Intelligence -/orkiag Group (BIG) completed three /e*.r# of operation on 
30 June 1955* The nano "Intelligence Working Group* me changed to "Iconoraic 
Defense Intelligence Comaittee" on 36 October 1954 to reflect more accurately 
the mission and functions of the unit. The 1DIC continues to be responsible 
under its Teme of Reference ^ for arranging the mobilization of intelligence 
resources and data to meet the need# of the Economic Defense Advisory 
Committee (IDAS), for recwtamending measures designed to improve the collection 
of economic defense intelligence, and for providing a fortsa for review and 
production of intelligence to meet the requirements of the economic defense 
program. Specific activities under these Terse of Reference are cited at 
appropriate points in the text. 


3/ The BPS ms established at the re ueat of the Director of Mutual Security 
and the Secret ry of state, and with the approval of the Director of 
Central Intelligence and the Secretary of Defense. Its Terns of Reference 
were approved by the IAC on 25 July 1952 (IAC-D-53/l, revised by 
IAC-D-53/3.1 of 25 February 1953). 
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EDIC/S-2 


H. SBMKAHT OF ACTIVITIES 

EDIC began its third, year of operations as the comprehensive 1954 
GOCGM security list review was drawing to a close. During July and August 
of that year the ED AC community was preoccupied with providing intelligence 
and technical support to the D.S. Delegation (UDDEL) at Faria. I33IG facilities 
were not used in the preparation or coordination of this material. Following 
completion of the list review (and decontrol of approximately 50 percent of 
formerly controlled items) EDIC considered the need for assessing the 
adequacy of the intelligence furnished the U3DEL and for improving the 
quality of future cois-sodity intelligence contributions, both from an 
organisational and intelligence production standpoint. 

To minimize the effects of decontrol, EMC agencies then undertook to 
strengthen enforcement measures, including more effective utilization of 
intelligence to prevent movement to the Soviet bloc of those items which 
remained under international control. At about this same time ED AG recognized 
the need for more careful study of the intensified Soviet trade drive which, 
in part at least, had accounted for Western European pressure for relaxation 
of controls, EBIG took an active part in both these efforts. 

Although sixteen EDIC meetings were held during the year the period 
was marked by a disturbing decline in eaployment of EDIC facilities for 
both the production and channelling of economic defense intelligence to 
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ED AC. There became apparent an imperative need for more effective 
programming of intelligence research to meet rapidly changing economic 
defense requirements. Consequently, toward the close of the year an 
EDIC Subgroup on Functions and Operations was established to assess EDIC 
capabilities and shortcomings, and both action and intelligence elements 
of EDAC made a conscientious effort to establish more satisfactory 
arrangements for the scheduling and production of economic defense intelli- 
gence. 

HI* BDXC Jgm 1 1954 - June 1915 

A. Intelligence Support fo r Cosnodlty Negotiations 
1. Asseseaent of Adequacy 

During its first two years of operation, the EDIC produced 
a volume of- reports on the strategic significance of particular 
commodity items to the war potential of the Soviet bloc, these 
reports were of value to the U.S. Government in its contiiwing review of 
the security lists and to the U.S. Delegation to CQCOH in that 
Committee's negotiations on strategic ratings. 

In the spring of 1954 as accelerated program was undertaken 
in Washington for the review of such ratings as a result of pressure 
from other COCdt participants for relaxation of trade controls against 
the Soviet bloc. As pointed out in this Committee's previous annual 
report, the EDIC provided the "principal support channel to the &>int 
Operating Coraaittee in this reepect prior to the acceleration 
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of the security list review," As the security list review increased 
in tempo, EDIC facilities wore not used for the production and coordination 
of intelligence required by the USDEL because of the ad hoc character 
of this accelerated review. 

VAien the tempo of hectic activity had subsided (folio lug the 
decontrol action of 16 August) SDIC sought to determine why the intelli- 
gence community, generally, had been unable to provide the type of 
support which the 03DEL felt it required. EDIC considered also the 
establishment of a permanent record of the intelligence contributions 
made to J0C during the list review, which could serve as a "known universe" 
from which subsequent commodity analysis could proceed. It was concluded 
that an interagency effort toward this end was not warranted but CIA 
subsequently compiled a "black bode" of "spot" commodity intelligence 
contributions mad© to JQC in the course of the review. 

In the course of discussing the adequacy of intelligence provided 
the U3DEL to C0CQM, members representing action agencies pointed out 
that the method of assembling intelligence Tor COG® presentation was not 
satisfactory and resulted in a product which in many cases was not 
persuasive in negotiation. The need for better coordination among the 
intelligence agencies, the JOC and the U.5DEL in the presentation of intelli- 
gence was emphasised so that fo&urc intelligence on commodi ti ©e would 
present a store balanced picture of Soviet capabilities and deficiencies. 
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<m the other h and, pointed out its ivwpcRc. • MUtles 
to serve s variety of »ci,fe*erous customers'* &jr#i toe ItaLtnilMte m its 
ability to fill all the- inteili ence needs of the eoemrwdc defense 

progr&su Xnteiif. 4 ar.ce representatives eejhssiseri, parties larly, the 

An 

difficulties intelligence t© satisfy the specificity 

of ca*s*eilt/ list negotiation** 

Both intelligence and action si wan ts of the !•!)-€ eewnbity 
gained a aw aj^reaiatlcm of the other** prObi«*», Action agencies 
learned that intelligence is not an irseadsaastihle storehouse that can 
he topped on short notice by the "push of & tsettow,* they am impressed 
with their reapons'hllH/ to place upon the intelligence cowwrity well— 
•oneelvert, specific mud reuiXaile re uests. Intelligence agencies gained 
a nee awareness of the iepertene* of ccual *i*l t'.ssely Intelligence for 
purposes «f international aegeti«tiGais, although the results of the CROOK 
negotiation. 1 :! proved conclusively that adequate intelligence mppert ma 
hot one elenent la adhicring U, . ebjecfcltve* the Meet «ea#tnictte® 
reenit of' these dieeassiens, insofar as they concerned le^-roves-ent of 
£3X0 operations, was- an appreciation of the need for effective : : >rop*w*ia£ 
of intelligence feeesron fea aeefe the §4 hoe re-.ui r e e e o ta of the econowlc 
defense program* 
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2 * Ssrimt of m Icamfr Mm** Staffing Proara* 

IO 0nl * r tQ provide aore «««ctive intelligence support to EDAC 
operations, OIH/^te iiadertook in June 1954 to establish a special Economic 
Defense Staff which weld perform research, analysis and coordination of 
• C ° n0SiC defen86 ia tel H«ence. A revision of OIR'e earlier proposal w 
distributed as ED/EC D-dO A in September 1954 «d approved in principle by 
the IDAC active Gscit^ This paper provided that project revests 
for intelligence research would normally be initiated through the IWO and 
night be proposed by any EDAC agency or working group but that "urgent spot 
requests need not be initiated through the W. It provided also that OIR 
project Contributions would -be referred to the £* for review and comment.* 
Papers produced in response to urgent spot requests could be furnished 
directly to the requester but copies were to be sent to ISO «*o that XAC 
agencies may be informed of such contributions.'’ 

*DIC approved tl » -as proposal mi received a etatevat of , aMrane , 

fro. the Chaiman of the Executive Coenittee "that EDAC rwjueeta for lntelli- 

g«mce research will normally be directed 

7 oxrected to the intelligence agency primarily 

rwponaible in accordance with dcid 15A.* & The Departamnt of Defence 

accepted the on propomd. on the baei. of thi, *»„ .nd on the condition 

that it mmld hav. an opportnnltjr to reel.. OIR econo.dc defence contribution, 
through the EDIC mechanism. 


y D ™ SPI provide, for a divimon of labor a non*: the ™„_, T .r 

sr. lUiKm Jl 
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This t,pr>—nt (mid eetttdiaheeni of the staff in Oll/sstate) 
tee had a special significance for &3IC operation#. 021 tea not 
generally referred iia prejeet attribution# to ERIC "for review 
.ami eonsent* nor hare copies of papers produced in response to crgeat 
•pot. ter- nest* been sent to IBIC “eo that IAC ageneie# my he inforaed 
#f suet* eoatribrtieaa". Oaiy too ~XR reports, in fini>h«d fora, 
have hems furnished for EPIC review. Copies of other ,’Ut report* 
have been furniehed‘*f#r iSDIC dirtribaUan** At leant part of the 
decline in MIC activity daring the pest year is attritotafele, there- 
fore, to 1 m fact teat tee provisions of ED/FC U-doA haw net teen 
Observed* In dene it -»s agreed that HJI2 dtebtdJbubieits' of OH reports 
eight be discontitteed.* 

*■»*-« ee#ee***e*e 

fill# nove on the part of JIB to improve rapport for EHC w-i* 
typical of severed effort* te eftaUdM tee effects of decontrol by 
strangteerii ng eaforceneqt of controls. "The U. ~ .Government aponaored 
the ?*C ( Ine iit -atheriwiion Certificate) scheme both ia Q6&M and 
through bilateral irgrtlMIrrr , Conferences of *M •• (iconoeic Defense 
Officers) were held la Europe and the Far last to perait m exchange 
of Ideas os wore effective enforceaeet aoemreo* 

As a phase of thi s eephasi s on enforcement,, but wore directly 

related to the consequence* of G 0 CCM deeontrol action, ESIC was 

requested to usdertale an intelligence surveillance of decent filled 

coKmod - ties. . 7 - 
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3. 


of Decontroll ed Commodities 


1b July 1954, it was apparent that action agencies would need 


information in tracing the movement of these items to Soviet bio® 
destinations and in assessing the effects of decontrol on the export 


control program* It was considered important to watch such renewed 


trade to determine the extent and magnitude of sales and ths benefit 
derived by the Soviet bloc eooaoagr. The magnitude of the problem was 
highlighted by the placing of large Soviet orders in -vestern countries 


for copper wire and boring machines* 

in miC subgroup was assigned the task of determining which Items 
moving in , Zest-East trade should be kept under surYeiilanoe and of 
devising ways and means of obtaining information on such trade. The 
Joint Operating Committee (JOC) subsequently prepared the desired list 
ef significant items. The Department of Coaeeree then furnished the 


Department of Defease with the names of manufacturers of deleted items* 
Defense has undertaken to obtain information on deot-East trade in 
listed items from any firms on the Commerce list which hold MMf» 
eentraete. After the results of the Defense inquiry are made known, 
tee Department of State will make a special intelligence eaUectiom 
effort on selected items ef particular Importance* Participating 
countries in the Coordinating Committee (CQC0M) at Paris have already 
been requested to consider special statistical reporting on shipments 
to the .Soviet bloc of decontrolled j/h I and II item*, 
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Difficulties stand in the way of obtaining the type of 
information required under this project* the COCOM members have 
indicated their reluctance to make a special reporting effort j little 
information can be expected to reanlt fro® the Defense effort since 
officer® assigned to the MBA? plants are not necessarily conversant 
with tra de in materials produced by these offshore contractors; the 
"basket* categories of trade statistics made available by Commerce 
do not provide the specificity required in tracing movements of 
decontrolled comcaodltiesj and, CIA facilities arc not oriented to 
provide the desired data without heavy expenditure of manhours. KDIC 
appreciates, however, that the Dodge Council on Foreign Economic Policy 
(end the U.S.Ckrrernment, generally) will require information on the 
consequences of COCOM decontrol action for East-West trade policy 
determinations. 

It has been observed that decontrol has not been followed by 
the exp ected large-scale increase in East-West trade, although trade 
%»« risen over earlier levels* The Soviet bloc, to the contrary, has 
act ually cancelled certain of its iestem orders, principally for 
eoRsuser-type goods. It is important to note that only a fear order* 




t ^ v heavy industrial machinery and related items have been cancelled 

A fa Jtf ^ 

Mg that the Soviet have intensified their program for increased 
& vemam ta production. In the meantime, the Soviet bloc has enjoyed a 




,A 




- f - 

JHHHHrX 


Approved For Release 2002/05/08 : CIA-RDP62-00328A0001 00490005-8 


Approved For Release 2002/05/0 



-00328A0001 00490005-8 


propaganda advantage through the original placing of orders for 

decontrolled item*. Such placing and cancellation of orders is 

interpreted by EDIC as deliberate moves by the Soviets in their 

continuing battle against the export security listed 

****»«*#*«»* 

The WkC eesawnity has sought continually to improve collection . 
of economic defense intelligence needed for purposes of commodity 
negotiations, trade policy determinations , and implementation of 
enforcement measures. It will be recalled that NSC 152/3 placed 
Increased emphasis on improving the availability and utilisation 
of current intelligence in matters relating to enforcement of free 
world controls. H)IC has a special mission in this field since under 
its Terms of Inference it is responsible for recommending to appropriate 
agencies collection requirements designed to fill specific gaps in 
available intelligence.. The following section describes EDIC efforts 
d*a*lng the year to improve the collection and utilisation of Intelli- 
gence, primarily for enforcement purposes « 

a#*#*-###**## 


|/ EDIC authority for supporting commodity negotiations is found in its 
Jff® 8 of,?**??®* 50 ® wbish aeeiga to EDIC responsibility for arranging 
raobilieation of intelligence resources and data relevant to 
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B. Intelligenc e Support for Enforcement 

1. Sanction of Economic Defense Intel-11 genge 

The 1954 annual BBlSClMGt) report suggested that "improved 
intelligence collection is an urgent matter 1 a terms of the needs 
for information required to Implement NSC 15^/3 "• The absence of 
priority for the covert collection of economic defense Information 
was sited as an underlying cause for inadequate intelligence to 
eerve the needs of ED1C. 

The publication of DC2D kfr and 4/4 (approved by the IAC on 
14 December 1954} has rectified tills situation through inclusion of 
•eonoslc defense subjects in the revised list of Priority JJational 
Intelligence Objectives. The several Intelligence menfcers of BDIC 
sow have IAC sanction for collection of intelligence regarding* 
**aaj©r Soviet international political objectives and courses of 
action, including economic policies and actions* | the character of 
the Soviet economy "with particular reference to its ability to 
support a major war** j "Soviet a nd Sa telli te scientific and technical 
strengths and weaknesses affecting Soviet economic and «Hita*y 
capabilities" | and, "the strengths and weaknesses of the Chinese 
Coaesmlst economy." Collection of intelligence on these subjects, 
v^iich arc of direct interest to economic defease, will assist in 
effective prosecution of the security controls program* 
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Savveying the status tf Intelligence eolloetion, E0IG Agreed 
in April ttMtMiien# that CIA collection of enforce**#! intelligence 
was the principal prebleat in this field. To reraedy this situation, 

CIA initiated • special project with the objective «f filling critical 
gaps in the collection and reporting of Inf srmtim required to carry 
out the responsibilities of the several, Agendo* eewperoting in the 
eeonoeaie defense prograa. in Ecoaonie imi'mm Intelligence Reporting 
Guide was prepared as & fjeans sf inf arming .geacy official’.' aisi staff 
of the nature and scope of intelligence information which is needed, 
to export 3.:. eesunlc defense progr*®* and policies. This gfttde 
idij plan e collection perseesMtl in a position to receive, evaluate 
and effectively taplsisenfc fjtare iHNipirenents for c canonic defers* 
support. the Odd# provides btcdtground os the basic authority, 
orf&aisatlfJiS and 6b Actives of the progrsa} and oatlines general 
reouirs^ents for I«?wv<ti«A on S^st— est trade, 'Soviet t eono de 
penetration, and forsailatioa of the- foreign economic policies of the 
-soviet bloc, 

2* PUUsatlgn of Iconic Afonso.. IgtsUljanog 

«} The intelligence process involves not only coileetiar of 
iafofaitloi bat nesswart-n to insure th*»t lafarmetlon am colreoted 
Is mtAm available to ectlon and policy agencies, k specific intelli- 
gence Its* - that on Cocwamtet Chinese atteapis to pmmirm life 'belts 
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in large numbers - sparked an BDIC inquiry into the status of 
action agency intelligence requirements and the flow of intelligence 
to satisfy these needs. 

EDIC determined that through such mechanisms as the Diversion 
Control Set (DCS), enforcement intelligence is collated, analysed and 
transmitted from intelligence to action agencies. Within their 
respective spheres of responsibility, intelligence agencies also 
provide to actios agencies material other than enforcement intelligence. 
The problem before EDIC was that of determining how effective and 
timely is the distribution of other current economic defense intelli- 
gence and of whether the needs of action agencies have been adequately 
expressed to intelligence agencies. 

Concluding a series of discussions on the subject, S3IC accepted 
a statement (ref* S)IC/AM-4 dated 8 February 1955) which declared 
that "distribution of intelligence from CIA and State to action 
agencies was already being adequately handled." This statement 
indicated, further, that adequate requirements for intelligence had 
been submitted by the departments of State and Commerce to the military 
intelligence agencies. As a result of the EDIC survey, FOA/NBAC 
submitted its requirements to the military services, correcting a 
deficiency which had previously existed, 
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to) Another EDXC project involving utilisation of Intelligence 
concerned the MDAC proposal in August for establishment of a central 
staff responsible for assembly and publication of fragmentary cargo 
data* Such Information was considered essential for enforcement 
purposes. 

this request was prompted by the fact that, due to budget 
and personnel reductions, Q?J2 had been forced to discontinue circulation 


although that Office had continued to record such information. To 
insure that action agencies would continue to receive this vital 
information, consideration had been given to allocation of MDAC funds 
to enable ONI to continue the production and circulation of these reports. 
Since funds could not be made available for this purpose EDXC was asked 
t© review MDAC requirements for shipping and cargo data (ref* XWG/AM-22 
of 4 August 1954). 

Xn this paper, MDAC outlined its needs which included t monthly 


B all information available to the U.S. Go ver nmen t on both subjects*; 
and, servicing of ad hoc requests from EDAC agencies for special 
compilations and analyses based on information available in 0HX filet. 
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At an i£IC-*pon sored meeting of 16 August OKI agreed to 



SDIC reviewed the results of this meeting and agreed that these 
assignments of responsibility were consistent with the provisions of 
DCIC 15/1 which assigns to OKI the bulk of responsibility fer this 

25X1 C 

category of intelligence support, CIA'e responsibility in this field, 
and it# collaboration with CHI in production of 


intelligence, was acknowledged. Although SJIC concluded that no 
organizational support problem existed in this area of intelligence 


activity, it was noted that 


intelligence was still 

not adequate. 
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«} Ijn April lf54 tfi# rarria.tr ©f ref cose tod requested tto 
"egret arfee of the ray, M«#y and «ir Fore# (and other hefenae * tenants) 
to aealet (m (XiArrwtloniil acarlty Affairs) *in connection with 
suliilaterisl esfiEldereticn of lesfc-^eet trade cootfel profeiesa.* 

In Angus* the eeretary r s wrie wa d the result# of Cii©Jf deensvtrol station 
and pointed out ttot w thr Oepsrt’sant of ;>ef«rute too a prta&ry interest 
in retarding to Mi# mximm. e xt e nd possible the present and ftttv.re 
growth: of the owlet bine war potential.* So ra^sested m ladicsttaa 
of y*e cmtribtriiMi stiieb the onml elegants of the tfepflurtaant of 
nmivm so could sal* to the asriou# project# in the export control progran. 

In response to this directAe®, the three. ailiia *7 intcllJ genee 
agencies prepared intelligence collection guide# to their respective 
•attaches abroad, which outlined the 0.% eeonaade defense pragma 
pertsiniiig to ; a at-- -‘eat trade controls and focused attention to reporting 
i ntelligen ce related to t~is prograsu HDIC did not partici pate directly 
in this progress but did eaeeurege It# speedy ecapletto** and tap’ 1 esweit&tiao, 
latslesawtetlon of Mil® pregrwe of *oo,<ti#itien and literal 
ftiseeKtAatlon by the s^rwi ces nay be expected to Increase the flow t© 

I® AC agencies of intelligence of the type enuaerated im the Secretary*# 
mmarantom of 20 ;ugu at, loolading inforaation on s e py e ma nt of strategic 
goods to the '-wrist blcej eftfereesawt of transportation { ahiscd^»laad, 
air) control#} tto ’vdkdaietratlve -ctlon ilngmt controls orer trade 

with Far tester# Qoenwiist area#, 

— li» — 
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■MSI, 

EDIC/K-2 

C. Intelligence Rapport for Analysis of Soviet Trad* Tactics 

SDXC focussed continuing attention during the past year to the 

problem of Soviet trade trends and tactics. This Committee ' s previous 

in 

annual report indicated ED1C interest/ appraising these tactics and 
described the Consultative Group resolution of April 1954 to devote 
increased attention to this subject. To support this CG effort, 

FGA/VOAC in December 1954 proposed that H>IC participate in the 
preparation of % paper on Soviet Bloc exportation of petroleum which 
would emphasise trade policy and tactics aspects of such sales and 
offers. EDIC reviewed an QB?/State paper on the subject which is to 
be brought up to date incorporating estimates of future Soviet 
capabilities for production and export of petroleum and petroleum 
products before being submitted for CG consideration* 

Another aspect of the trade tactics problem occupied EDIC attention 
during April andMay, CXA suggested the need for examining the pattern 
of Soviet bloc strategic exports in view of the bloc’s export of 
certain i/L-I items to the ifest. EDIC undertook to review sue* trade 
with a view to detecting possible significant changes in commodity 
composition, amount, or Meetsrn countries involved. ®IC had participated 
in an earlier study on Soviet bloc export of manganese, chrome, platinum 
and palladium. 

- 17 - 
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It is anticipated that EBIC will eontlmie 
Its efforts to identify the isato objectives of the Soviet trade drive. 
There is an argent need for intelligence work In this field because 
of the iapllcstions oa the Free- ;©rld should the ovieis achieve their 
objectives. -hiring 1954 these objectives appeared to have been* 
sUsrapting » — to r n unity or eooperatioo in the fereign trade fie Id j 
enlarging the area of Soviet Gccncsde contact with underdeveloped 
countries of the world | end, developing Soviet bloc strategic strength 
and ecottondtc independence by obtaining access to industrial raw 
awteriale end manufacturers. 

B. wa m a mnUlamM CwHiriNMMi 

i. tmaaam. ■* aiassmiaanm. 

Jo 1953 the fieperteent of .‘t«te urged the Executive vowsittee 
and the 8SSS1 to tadertake measures leading to the downgrading from 
secret to Confidential of coBwun i cations and pepere relating to 
economic defense natters, inei.ud.injg OO/OOCC^^CttlilOd^ deeueee t s • The 
■ txeeetive Coasdttee and cognisant ^ovcTnaeat department® considered 
this preblee without success during 1953 end 1954* la 'doveidjer 1954 
the 8300* ejected that EDIC examine from the intelligence standpoint 
the downgrading, of c/c/C documents. It was recopiiased in ashing ton, 

how e ve r, that IffiCC could not undertake this &am XgmmtA since each 

* U • 


JHHHHHu 
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individual agency ms obliged to discharge this respon 5 i bi 1 i ty 


under its mm repletions end within its own sr®a of coH^etenee. .1th 
a view toward pcvdeettog intelligence source# sad jsethadSj, CIA undertook 
to *K«t the. U:VU2L request. The MIC "ocretarifit identified thirteen 
eategorie# of doc-awota, established criteria to deteretoe their 
elsseiflesiiott a* either* 3e«ret or Confidential and to lay completed 
the iton-hy-iton review of 3,0% C/C/C docunents. The faiiaru of 


ether BfilC agamies to participate in the docaraent review was a 
Matter of concern to CIA. the tfSDiL, to the aeanttoe, approved the 
near COCCSt eeearity syetees which teecaee effective 4 April 1955* 'the 
CIA peel lien on downgrading of C/C/C docunent* nu traitsndtted to the 


Chairwm of the hxeeative Cemaittee in May and is currently under 
consideration by the Executive Cooeaittee, 


2. totelll 






Seonrity controls toward Coesaunist China have long ecnuitltated 
a knotty probiee for the SD*C eeseaBsliy. 1 he decontrol action of 
August, 1954 accentuated this slteatlaa* particularly th* then-existing 
problem of "differential controls”. In liecesber 19JE8 M 1C (T3G) 
established a utegrottp or far Eastern Eoctwedc defense to -,-ieet a 
request for information c unscirtl ag the probable Impact on the Chtoeee 
Cc — wwii i t economy which would result from denial of ©ertato ©ew odltls*. 
A paper e» "Material for »Jee to China Cenedttee* was produced to 
Fehruaty 1955* ©1C again besasse involved to -eptessber 1954 whoa 
It was advised of Intelligence support being furnished directly to 
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IDTC/R-2 

SD4C fey CIA sad OBt/state (no additional requests bad boon levied 

on VIC s ube e gu e nt to pwl*lie*tion of roforoncod paper). 

At eeetfcly Meetings free hept — hor 1954 threw# few 1955 

EBXC was kept laf graod of intelligence support being rendered outside 

VIC channels to agencies responsible for icticm and policy dofcarwl- 

nations la this field* Laving the first quarter of 1955 QB^/^tata 

and am/GU pmpmn, expressing the view* of those agencies on orltoria 

to fee wood in review of the Chine Hot* ware eireulated in VIC. 

The oerller intent ie hare VIC review a joint CIA/st ate paper on 

thin edbjeet was abandoned* ties subject of Cbine tist criteria in 

need being incorporated in an ?; valuation of the econcedc defense 

pro&mm being prepared for the hedge Cowell an Foreign Economic 

alley. The VIC edbgrenp was dissolved in March 1955 since neither 

continuing 

isttlU^nes aor action agencies hod used it for purposes af intelli- 


25X1X7 
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nr- jgpgaggS. itmj.ut'iws. mm® gg eccwcmic ngressE 

,5,» PK»f5fii8ai|3^ of deeper'Sh ''fin ml reiiiint i 

The de cond «JM«aX £D1C report. called attention to tho substantial 
laprovwaent which could fee affected in intelligence sappert for esoaraeic 
defense if tho Ixaeutive Cescdttee would wfertetee, in collaboration with 
10 IC, advance programing and pl*min$, of HM-C intelligence needs. m 
fd hoc eosaaittee m© sufe**q«entl? estehUshed under t*te chairmanship to 


report 


forwuLnte rceearefc requirements on tJM female of the 
entitled “Soviet Lconcsds Mi a**d Their J«plisatiaar» for Seat* -. oat 
Trade.* 

EWC considered this prefeletB during tfe# latter port of 1 <54 end 
early 111 1955 « In -eptesber HD TC was informed that it would receive fro* 
the Hxmrutive Cteadttee a statement of meaningful rfcseereb revaireeeHts, 

report sad ita evaluation, for dissuasion. and 


25 X 1 A 9 A 


on the 


Allocation ef Agency production reeponsi bi liii e« . In the Meantime the 
state agi feoc working group end HO.-vC oell ah e rat e d with intelligence egeiml.ee 
in ea effort to formulate a program of research ref^uir^wata, 

% .ipfil it was felt that ESIC should take a «ore active p*ri in 


this program. EDIC action has be*a postponed, however, pending completion 
fey the wi«nt ipwp of Its project. H*i* group mm eetabli shed with the 
#l?eeif * « intent ef mldng sctlen element# snare of their reaoonai hilit tee 
for proenuesisg rest arch reealreaenta. 



j 

i 
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8. . ^ htt^*** of MM. s 3B3BSSM^S3S^ $&k 

T ty} a. fe .ja ^a.1 report n fleet# the decl too, is contrast with 
•sriitr years, of I3HC activity d : .o*itsg the part year, ffecrc was a 
vorMtf decrease ia the rasrter of •‘ease** and reports prepared by nSlIC* 

EOIC facilities were sot ewyloyed furthermore, fey ©~G in the prodmotion 
«nd coordination of Intel! lienee relating to several staler am? of 
•ecnostle defense activity* 11 rt^rbed fey this trend, the B&2S secretariat 
in aprll 1955 prepared a •’Helenee** hevt of 5*'IC Aoeeatfiiislwontji and 
gjjwptttaw ti igs «rt*r its Tmem of »« f— <— W* (reft sa<S/*3i4C)* A •**» 
jpwip en UJIC Functions end -l^peretia®# mm established to review tkl* 
paper art nafce r veoe e a endatleve to B^IC for inpvoveowrit of the Csrssiitee’s 
eperatlone* 

B)tC is r«epe»#iJfeie for Arranging "neM.ll.S3.tloa of toe economic 
data art *a*ly»i* rmietsoaft to appropriate needs of the $?kG.* Aocawpilsb- 
«t«nt dn ik< a assigned activity i* reflected, in the initiation of •’cfcsea'* 
in which IS..i€ naira* it a seeds known, Between duly 1992 end Jmmrf 199k 
e tcfcai of 75 ‘’csW were cons tiered, Only 13 re-v-cats in- the - orat 
of "easa#" have fewer levied on f»TC daring its third year of operation. 
UJXC produced only two coordinated irt«lli*en«n reports during the past 
y*»y in cen tra, ft t# 19 report* Hated ia the second: annuel report* 

Particularly distorting was the feypasslng of WIQ facilities in 
product iwi and coofliR^ tied of soensdity Intel .11 geace for wo* in the 
1^54 ooGOi' security lint review? and, Intel licence for -mu# fey the Far 
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Fasten reonoselc '-efmm orklag Oroop (FSgtNI) of B84C In it*- China 
U»t policy 4*t*rainsti«3Nas* . Tbs peorisiims of rB/llC 9-40A vers not 
consistently abhorred in production saM eoariiimiioa of sapper! papers* 
Finally, ‘MIC in Jmm deoi Inert to undertake aa 3:® tmwut for a atadfcr 
e» fch* isqpaet -of "roe- torlrt trad# controls on the ino»3osiet bloc* 
thiii sturty m*r desired la connection with the cu r r an t review of the 
ecoaoelc defer*** prosjw* fey the Sedge CouMtl an foreign conoaic roltcy. 
(It ofesftsid bo noted that soffi cioat tin* was act eve, liable for EMC to 
produce a study of this ssfc^eitade, this request, having been r«eei vel *t 
the so-cr-lled eleventh hour.) 014 undertook, nevertheless, to furnish 
diroet support to c*$r; in mpeMt to its request * U*« subject setter of 
this reboot la oee ef^elfieally ^entic©*! in the saworaadiss ©f 22 igrtl 
free the. 'Jireetor of >t»tu*a Josarltj to the director of CIA vnich pmpeeed 
the esiabll nhnont of XM* (LSJC). This sswsorsnrtua soph &*i see! th« need 
of OfUS (mm ?CA/m\C) for intelligence to support the ecoaooie defense 
frtgra** pertieolerly in regard tot "the offsets of oar control £rsgf** 
m too ■ *evtet bloc, sad efforts sad mmmiwm wide to swart* wst»i* # * 

Tbs I8X.C ''‘ibgrottp ha* jot, n*%rt« no rceswumrtations far inprovfjig 
C o - l ttes operations. -eoer-vl. iee*sbey agencies hsvs observer- , ha* ever, 
that sa*^|t» t* intelligence sap ort- is belief received by action ami 
policy egsneiee directly trm CIA end -0Bl/i%Htat. These msbsrs haws 
qycst lca e t the osrt for the ID 1C seehaalsn in view at this satisfactory 
bilateral support. 
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It la act possible at this tl*» to forecast the role of 
mw la the wrtng ywsr In ole- of the re-oiloeetion of eooncnie 
defense reepeeel&i 11' ties which »iU fualt free the changed »t»tu» of 
FOa «t the end. of tale fiscal year* It is CIA 1 * 1st out * howvver , to 
OEtaoumge the of this feotiity »1 wmi it I® beilffld that 2DIC eui 
mke m even greater oerntrlbatlon to the economic defense pmgrm 
through ^ore active part let, pstiet* is. both the pro^raastlife; of intelli- 
gence research fas* eeoncMlc defense and la the fsredswtlen of coordinated 
Intelligence. '“"Wthem>re ( it is felt that 131 C eaa serve effectively 
as the intelligence 4 catalyst* in tine of mm&m? provided it* 
capabilities are fttlly developed end eaplolted in the present ’eold *r“ 
si tost loft* 


Esaeoetive eeret ry 

25X1 A9A 


- 24 - 


Approved For Release 2002/05/08 : CIA-RDP62-00328A0001 00490005-8 







Approved ForJRelease 2002ftHfe^^^*llDP62-00328A0q01 00490005-8 




XftB B 


BSJ/&-33 

DC/ID-35 

im/w-yt 

W1C/&-1 

wm/m-2 

mm/w-3 

KDIC/ID-4 


ujk/id-6 


M^Ls£ .r M 

nut 

OIR Intelligence import on "Significance 
of eriet Moo Fetreleoa Mp— ntc to the 
Free iorl4, 1951-1954" 

OH Contribution - Solo of Tanker to 

QeeiB—iet Chinn 

011 Contribution - T olle^-Mag Merchant 
Ships Sell md Owned by 0— wmlet Chine" 

OXR Intelligence '•port on "Beeent 
DooMopoooto is Soviet Sloe Trade with 
^outh 4alt w 

<*I Contribution - Shipment of life 
Belts to Cm— i ml at Chin* 

OKI vootrlbollon - Coaaanlet China Trade 
and Soviet Moc kereheni %ij* 

Translation of rtiele seeealing Firetlali 
"'id— it lit rlana to Cm Santoro trade for 
ielitio&l ft a rpo — a 

Soviet rocu r sc e nt of Teefcai—X Oaia p 
Rodals and -votctypee in the Halted States 

012 Intelligence Report on "Current Trade 
of mt Carlin Meetrieal Industry with 
Seat Oerwiir* 

OKI Contribution - Soviet aim Karehani 
Shipe Bcakering and Leadi n g Cargo at 
BelUcpap— 

QXH Intelligence Bepert — "*Jeet European 
Ixporti of dapper vlre and Cable to the 
Soviet Blee* 


MULasaal 

4 Am* 

28 6ap 

4 Oct 
11 Oct 

11 Oct 

29 act 

2. So* 

3 3ev 
3 See 

10 few 

1 nee 


ajr* S ! jf * 3 r<Sf* 
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EDIC/R-2 


TAB 1 (Coat'd) 


2aa&m&m 

EDEJ/HV-7 

KOIC/lD-e 

SS2C/HV9 

SDXC/ 2 ML 1 

2 5 X 6 A 

ntXC/H)-12 

mic/iB -13 


ntx> ajt 


GUI GmtffifcnUm - kvm W&smm& to 7 Doc 

CoftMmt it Chins 

•Zommta on wearily Trede Centro Is £ Doc 

and Conditions in 3©eiet ateH its# 

cm Contribution - Mania!* f-cerdwsnt 10 Fsfc 

^ttipa for Oa—BKi at China 

■Ml Contribution - forint aloe asd IS fei 

Ban-aloe Vessels Calling, at the Fori 
of i$alik|jRj»n, Bern* o 

CIA Coot 4 rt.btftion - awatwi ii&p Ordnr# 17 Msr 


CZA StetAtteai on ^Saforts of Capital 2 ? Apr 

EqoipMb and. Industrial Materials 
fra* the Bonist Bloc" 


Motet la addition to the farogoing listed inf taction OetoMNifcn, the 

f »: Hexing CIS Intelligence report# were distributed iaforaaUf’ to 
l&XCi 


pftfgnUan 

m - m 2 

is - 6AJK -2 

IS - 6527S 
IH - 6669 


Title 

Basic Factors la Free .orld 

and hipboildlag of Sigaific&nee to 

the strategic Centrals Issue 

foreign Sonet len to the Fifth Battle 
Act Hapoart 

■mat Cernanj's Trade Expansion 

decent '(mmlapmnt* and Future "respects 
of Japanese Trade with Coanuni-<*t China 
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KuPaBi 


8 D3C/S-2 


TAB B (Cant'd) 

•)o*lr-7iatlQa 

TltU 

IB - 6675 

Trod* Solutions Egypt »nd 

in* loviot Hoe 

IS - 6762 

Curroai stall** oa Coriala Aopoo t* 
of £a#t-'4ost Trod# 

M - 6836 

ftwap-fea* Oatloofc for fr** world 

C*pp*(F 

IS - 6896 

Sooewi Trends ia East— : i*9rt Soropeaa 

Tr*4i 


25X6A 


IS - 6866 

ieeoai laddeatloa-i of Chang* in Sosioi 

Trad* - alley 

IS - 6880 

‘i*e«»i 'liiia-«3*»lot Sonwcmle Effort# to 
"oaotrato iMHCowanisi als 

IS * 6890 

Soviet trad*# Polled##, ■ erfomnes, 

fi*si i rospeet* 
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TAB C 

Mil 2l iteala. ter Cggaleta d :*adr 

1 Jaly 1954 - 30 Jam 1955 


ftaaigmUoa 
r*G Cam ? 
XMB Cam Jk 
IS© C%ee 56 


3yy^ 

<3elX**4iesa Taqairawerata as 

3fct«m&0B#* 3ata for U.% Deleft® to CHIsmi 

Proposed 'tody af .loviat Trade '•.ctivitiee 
Tactics la mrn-QOOm Aram 


IJQ ca?a 76 


Xat*lli£«a«e on fnu la in iJaeoatroUod Co»iodities 
(mparsadad fcy mm Casa 9 ) 


25X1X7 


MrftMri 
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E»ic/b-a 


TAB D 

Mite 3 q jfeauag 



Title 


awe C&*« 3 


awi»t Trade Trends *ad Teeticax Soviet itlna Samortatiott 
of vtmlmm (prmt t i ep«r for gg hemmutatiS) 


1DIC Case 5 
®IC Caeo 6 

©1C Cate ? 
EMC Case a 


“ending, Hl©c ^iptoilding Orders 

bfsMtlei on fines sieperieU/ !-weiiaalag end 
0ja * r,tt **S mm for Coeeuaisi Otlmt <e)fb) 

®*poft of OrUee-Tolaldlne to Consanlst Chine 

Soviet £to« to of Borax ' redact * (Boric Add end 
»o*«iei * I/I* J71>i for Socket feel end other del 
i’Une ipplication 


KDIC Case $ 
Wit Case 10 


Intelllgenoe on Trade la SeeoatooHed Caeeodltles 
.'attorn of -soviet Sloe Strategic Exports to the west 
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